I tUPK iS KfcPOK I THE AUOrTOR-CSENERAt. TO THE EASTERN CAPE PROVINCIAL 

LEOISLATURE and THB COUNCIL OH KIN^ SABATA DALINDYBBO IWJUNlCIPALiTY 

REPORT ON THE FINANCIAL STATEMENTS 

Inttr'odutition 

1 , I have audltosd the accompanying financial statomoma of Kinig Saba to Daiindyobo Municipality, 
which, comp.riiaor of- the efatemant of finahciai positipn ae at 3d: JunO2.0iQ, the etafemen't of 
fmancisl performance, the stsktemenit of changes in net aseets and cash flow statement for the 
year then ended, a summary pf sig niff cent accounting poUCies and other e^^planatory 
information, and the accounting off leer’s report^ as sot Out on pages XX to XX.. 

Accounting officer’s responelbSllty for thte finairifClal statements 

2. The aGCOuntlng ornoef IS cesponslbie for the pfepafratioin anef fair presentation of these 
financial statements Vn accordance With the appUcabie financia! re porting framework arid in the 
manner required by the Municipa) Finance Management ACL This responsibility includes 
designing, implementing and maintaining Interna! control reievaht to the preparation and fair 
prasenlatjon of finarrcisl staterrtonts that are free from matarlai misstatement, whether due to 
fraud or eiTof, seiectlng end apply itig appropriate eocounting policies, and making accounting 
estimates that are reason able in the circumstances, 

A w d I to r“ <3 e nera I * e res pons Ibil ity 

3v As required by section 188 : of the Constitution of South Africa* 1988 (Act No. 108 of 1898) end , 
section 4 pf the Public Audit Act of Sauih Africa, 2004 (Act No. 215 of 2004) (PAA), my 
responsibility is to express an opinion on these financial statements based on conducting the 
audit In accordance with the intern atipnaf Standards phi AUditThg '^nd Gienerai Notice 167p of 
2009 issued in Goyernmont esazette 3275B of 27 November 2009, Because of the matters 
described in the Basis for disclaimer of opinion paragraphs,, h.oweyer, I was not: able to obiBiri 
sufficient;' appropnato audit evidence. to provi'd.d a basis for ah audit opinio hv 

Baals for disclaimor of opinion 

4, I draw attention In respect of these matters: 

Property, plant and equipment 

5, in accordahcG with Standard of Gefidr^jily Recognised ACepUntih^ Practice, (3RAP 17, 
Ptpp&rty, pipat and Phd/pmdhh as evjdi 0 in.ced b.y Property.' ptahi and e.qMlpmeht- of 
R8.8.8 89.1 8^4. .(.2o:o9j 1^809 0I5B- 893),-. as d'is^ctospd in lipto 7' to the fl.ii'ahCi.aj statehriehts, 
inCl.udes ampuhis in'C0.riro'Oby p.id's.s!fied' 'fa th.0 Vaiue of R3.4 0B9- 608. These rbpteseHt 
Investment properties of R34-73'9'636 and Intangible asaets-of 'R'220 072. 

S. Due to tile inf ofniiatidh arid the deficiencies of the fixed assets re^ster and supporting 
ddeumentatibn rhaintained by the municipality, Consequently, I was urtabie io perform any 
aiterhate procedures. I did hot obtain such evidence to setibfy myeelf as to the existence * 
valuation and completeness of Property, plant and equipment* 

7. Th© municipality did . not: provide' sufficient, evidence, of the annual rOVlow of "the- resldu.at vafubG 

and. u.seful l.lybS' of Property,- plani: and oqti.lprh.ent ih. acebrdahee' with Standard oTG'aneraiiy 
Recognised' Accoynti'hg. Practice, GRAP' IT, p^pp&rty, p/d/if d.hd- .b.bu/pmehT The nxo.d aaset 
register providb'd fOr audit purpoeoa; did; hot reflect ariy rbsiduai vaiues and us.eful live-s.. I am 
un'ab.ie to qua'htlfy the exte.n't of th'©' ■rhtsetalbfhb.m a's. thb- Fixed Aabet Register supplied fpr 
aM.dli.t- purposes did no^ agree with the fl'n.an'biai etateriiehie witih a difference- of R13- 013 630, 
An Amount of R8 604 585 for d'apre'C.latlbn and acbu.muJ[.aied d'eprecia'tioni does not agree with 
thd' fi'na'ncia'.l statem'ente., No. aitembt'lva procedO'rbs couid be perfortried ’ due to the lack of 
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documentotipn regarding the annua) royiev^i^. I am thus unable to satisfy myselt regarding the 
valuation and acaimulated depf^^ciation of the property, plant and: equipment, 

8< The. municipality holds several, propertied that are being Inhabited by the municips! staff. I was 
unable to determine If IHesp properties are corractly ctassihed dub to audit eyidencO not being 
available, the amount may represent property held for sale or imply that a fringe benefit exists 
fOnhese employees. There were no aUernatlye audit procedures that I could perform to obtain 
reasohabie assurance that these pmpet^es were correctly qiassifidd within property, plant and 
eqUipp^ent Cdmaquerttlyj. l d|d not obtain sufficient appropriate audit evidence to satisfy 
myself that the municipal staff housing was adequately disclosed in the financial statements. 

liivestinerti property 

S- Further, I was unable to confirm the rights and obilgations and valuation of the municipality in 
regards to certain iny^stn^ftt properties of R31 783 013 (2009*. R3n 783 013), disclosed in 
note 9 fp the ffhandai statements, to the value of R5 519 857, Further, the valuatioh for an 
additional R3 .330 126; of inv.estrhent properties could npl be confirmed. Further, the 
inyastmant register and financial statement .did not recohcile by R2 956 623. Aiterriative 
procedures perTormed of the valuation roil did not provide appropriate end sufficient audit 
evidence in this regard. 


Revenue from non-exchange and exchange tranisactlom 

TO. Them was no system of control over Rental of facilities and equipment on which I could rely 
for the purpose of my audit, land there were ho satisfadory audit procedures that I could 
perform to obtain reasofiab/e assurance that all rental revenue was property recorded, 
i^uFtherj rental lease agfoohients had hoi been renewed. Consequently, I was unable to obtain 
sufficient appropnate audit evidence to satisfy myself as to the completeness and accuracy of 
rental revenue of RID 103 (2009: RTO 310 380) disclosed in note 19 to the financial 
statements;- 

11. Certain anomalies' were identlfle'd on the velua'tlon roil. There were- 230 properties which had 
nil values^ per the valuatlpn roil relating- to superseded )e.rtd .demaroatfphs where new erven 
numbers were e^oisried to theae properties, f could- not obteip -a reephcifiatloh (6. sup-port the 
iand demarcetion changes. There Wbr© ITI prbpertie.e regielereidl to- various owhers that had 
nil values per the valuation roll prepared by Ihe Vaiuof and cpnfeequeritiy no revenue income 
Was fbcwgriised for th;e'se properties.. Further, incorrect 'iarfffs were ch.a.rged on properties. 
There^ were no aliefriative audit' prd'cedures tbat i could pefform to obtain. reasonabW 
assurance thai-\ail the mvonue relatmg to 'iiTese pfopertles Were properly recorded and it. was 
impraCtIca! to pbtah the potehtiai fininji^a] effect to Property rate revenue, GonseqUontly, I did 
not obtain sUfficbnt appropriate audiit: evidence id salisfy myself that the Property rates 
revehue of'Rli? 2-t6-29$- (2009-: RO-I 489 662): was accurate and complete in note' 17. ’ 

12. Included in Service charges fevonuo of Ri70 4eG 353 (2009: R1 1 6 289: 243) disclosed in note 
18 of the financial stalements, is revenue from prepaid electricity sales of R76 191 038 which 
was accoynteci for on the 'cash- basis '(on receipt of funds ih the bank--acoount).Th-e revenue 
received from prepaid electiicity sales- was hpl adcrued and recognised' as r0,venue- on a 
consuiTiption ba'sis contrary to- GRAP 9 - Revenue' from i^haog'p. Transactions, which 
requires that revenue b'e-recogrtlsecl In' the pendd in which ii was earned. There' Were no 
alternative audit procedures that 1 -could pertorm b 'obtain the fina'n'deJ mlSstatosment effee.t oi 
mis deviation from the accounting framework, ConsequenUy,- 1- was' unable to obtain sufficient 
app'rop.flate audit eyidenoe to satlsh' myself as' to the accuracy art.d completeness- of prepaid 
eiactrldly income; included'in service' foWiiue of RTTd. 4ab' 353 (2D09-: R1 i6' 289 243). 
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Tr»ici<0f «»nd dt^ner f»*o*Ti excifiariQO transsctlorrs^ 


13. In tocTTis of the InternatPoneii Accounting Standarde 39 and intomatlohBl Financial Reporting 
standards 7, Receive plea should be stated at their preterit value In thp financial aiatemdnts 
as at year and, with th«i difference betv>oen the norninej amount and the present vaiuo 
recpgnkxed as interest iricorh© over the financing period, RecPivables were not present 
valued at year end, this has resulted In an understatement of interest income of R86e 338. 
oyerstaterrient of accounts receivables of Ri 823 39i and an overstatement of revenue of 
R2 689 729 and not properly disclosed as a class of financial assets. 

14. An impairment provision loss has not been recognised for ail types of receivables In 
accordance with South African Statamertt of Generally Aobepted Accounting Pfactloe, IAS 39 
(AG 133)1, Fh-isnciBUhstrumBiits: R&cbgmJon and meast/rehiehi’. pur eatfmato; of the amount 
which ehouid have been provided for is RBS 361 387, Racolvabias of Ri6S 164 233 
(.20p9i R162 4 i4 686) as disclosed fh note 2 to th© financial statements is overstated and bad 
debt adjustment Is overstated by R68 381 307. 

15. Further,., the municipality has incorrectly acdbunted for indigent subsidies amounting to 
R21 878 029. This arnount ha,^ been Included as a bad debt write off within the Statement of 
Financial Performance and should have been accounted for as an indigent rebate. 

16. Indigent applipallon forms were not adequately completed resuUiriQ in an understatement of 
recdivafoles revenue by R4S5 642. ( was therefora uha^>re to confirm the accuracy of th© 
Indigehf subsidy and the valuation of the receivabie for this amount. 


Trade and other payabies from exchange transactions 


17; The Trade payables balance of R42 356 979 (2699: R83 200 638) as disclosed in note 11 of 
the finaticiei staternehta did not reconcile between the financial statements and the underlying 
aceounlihg records and the supporting schedule provided for audit purposes did not reconollo 
to the beta no© disclosed in note 11 to the financial statemeni*. Consequdntiy* the Trade 
payables balances iS; mlsstaldd by RIO 949 682 and R25 849 11G respectively- Further, 
supporting dpcumentatlon of R:66Q 373 was hot suppl ij^ for d ud it, I could Hot ddtermlhe th© 
offpct Oh the other account o.r diHsseb of tfansactibns cohialhdd. In thd fipanolaf 

sfaternents- Consequeritiy, l Was unabid to Obtain suffiOlOni appropriate audit evfdehcd to 
satisfy rhyjsetf aS to the complOteihess and vakiatjon of Trade crecfitorB and Accruals within 
the finaneiai staiefnonts. 

i8v ITte leave baiane© of employees could not b© verified as the leave records of the municipality 
have not been adequalefy maintained. As a result [ unable to conclude If thd accrual of 
R^S Z44- 270 (2009: R4'2 '29'1 6.05.) as dls.cfd^hd m 'the Statefhbnt Of Fl'na.hciai Ppsilion a.nd 
nbte li to' the: financla.l stsatemehts. I's- misstated by .R.2 .884 506.. Further, tha ie.hve accrual 
listing supplied Tor audit purposes did not rebbnclle to the fine ndlai sta#smbnts by Ri 1 39 276. 

19, Includecl In Trade arid pfcher payables are suspensp acdbuints for yncj*^ared deposits to tho 
yattie pt R6 166 000, Nb infbrmiatlon could be provided to conflirm the balance of these 
adp'puhi^'. The municipality’s records- did not perm-ft thei applicetibn. of alternative audit 
prbceidyres regarding the apprbprlali^ audit evidence fb satisfy myse# as to the existence. 
obliigations» completeness and valuation of the accounts payable clearing accounts, 

20. In terms of Internationa! Accounting Standard 39 and Intamatlonei Financial Reporting 
Standards 7, Payables should foe stated at Ih'elr present value in the finan'cCai statements as 
at year end. with the dlfiprehoe betweeh the nominal *^mbunt and the present value 
recognized as Intar^sl Incdrii© bvbr the flnancihg pefipd. Payables wore not present valued at 
ypar end, this has resuitpd in an understatonienf of interest inoorhh of R5 iao 474^ 
ovefstaterrteht of psyable of Ri 882 642 and an overstatemorit of expenditure of R7 043 116 
and not properly disclosed as a class of financial assets; 
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Cali irjvBstmeiit deposits 

2i. Th« cai) investment d<$posli balance of R151 314 (2009: R93 497 533), as dtscldsed In 

note 5 to tba financial statements, does not agree to the balance of R148 682 779 as 
disclosed in the bank conflrmatians. The myniclpaiity did not recbnpife the difference of R2 
631 710 between the financial statements and the bank confirmations. Consequently, the cal! 
irivastment deposit Is Ovefsiated by R2 631 710. Thera were no alternative audit procedures 
that I could perform to obtain to confirm the investmcrvt deposits. Cohsoquemiy, ! was unable 
to obtain sufficient appropriate audit evidenoa to satisfy myself as to the accuracy and 
completeness of call investment deposits. 


Employee related costs 

22. The munidpailty could not provide sufficient appropnato audit evidence to support adjusting 
journal entnes pf ;R5 307 453. There was no satisfactory altefnafive audit procedtires that 1 
Gbuld perforin to obtain reasonable assurance that ernployea related costs were properly 
recorded /Consequentiy, i did not obtain syfficlent appropdate audit evidence to satisfy myself 
as to effect of these Journals on the financlaf s^tements. 

Remuneration of coUncINbre 

23. ynempieyment Insurance Fund comrlbutldns were ilot pild on behatf of the Mayor, execufive 
council mernbem arid part^fme Gounciprs as required by Sectloh 6(1) and (2) of the 
Unemployment t.ftsufanice ^ontnbutions Act 4 of 2Dd2» Furiiheml.dfe, the municipality did not 
pfoviEiP for penalties and (nfereet on these conthbutions owing $ihce inception of the Apt. 
Consequently fjhahde coBts» payables and employee related costs are understated by 
R627 498. 

24 . Logbooks Were not proylded by the muhldipality to support the eMltlement of councillors to re- 
imbursive travel allowances Induded wlhfri the motor aibwahce^ of R3 fiS 3|8 paid to the 
couhelllpra during the year Mhder review. Coneequbntiy, ( did hot obtain suffiPleht appropriate 
audit evidence to safiefy rnyself as to the accuracy and ciadsifiDation of the remuheratlon of 
councillors. 

Repat ri and Malnbsnanee 

25. Included in the Statement of Financial Performance m Repairs and MaintenanGe of 
R8 421 985 (2009: R9 117 924)^ Supporting doeu mentation for expenditure to the value of 
R2 692 528 has not been provided. There was rio satisfactory alternative audit procedure that 
I could perform to obtain fOasphable es^uranco that fepairs and maintenance were properly 
recorded, Consequently, I did not obtain sufficient appropriate audit evidence to satisfy myself 
as to balance on the financial statements, 

Oenerai expenditure 

26. fncluded in the Statement of Financial Performance is Oartdfal expenditure of R76 957 409 
(2000: R44 355 935) feciuddd In note 3% Supporting dddument^tfon for axpehdlture to the 
vaiua of R3,444 217 h^d .not been provided, Them- was, no. eafisfactory. alterhative audit 
pmcddure. iHM |. cpuid peiiOrtn to obtain reasofipbli: aa^ufarice: tM general expenditure was 
properly recorded, Consequently, I did not obtain sufftdeht appropriate audit evidehce to 
satisfy myself as to accuracy, occurrence and dassifeatbn on the financial stataments. 
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Retiroment ihformstb^ 


27. The rhuniicipafity PdUid not proylde ayffipjent appropriate ayeit ayicjlerice to support the 
Defineci benefit plan tebitfty of R1$ 50D DDO (20G9: R14 200 000) and iHe Ri78 800 000 of 
assetp tp finance the Hablijty as dlscloseid In Note 40,1 of the flnahciaf staterhents. there v^ere 
hd alferhatlve audit prodedufes that 1 ooM perform to obiaih reasohable assurance. 
Consequently^ I did not obtain sufficient appropriate audit evidence to satisfy myself as to the 
valuation of the defined benefit plan. The Defined benefit plan liabllrly has not bean disclosed 
in terms of International Accounting Standards 19, Employee benefits. 


Value Added Tax 


26^ Amount r^ffected on the VAT retuTO for the year under review did not a^roe tp the ampunts 
reflected In the geheral fedgOr and I was unable to rpconcile an amount of RIO 814 795. 
Consequently, I was ynabfe to veri^ the completeness and existence of the VAT receivable 
of RS mi 5S0 (2009: Pmm 276J Inpitided in note ISof the financial statements. 

29. The munlclpaiiiy has claimed VAT deductions based on Invoices that are not cGnsidared a 
valid tax invoice in terms of the VAT tegislatbp. The municipality has inconsistently applied 
zero rated and axernpt status transactions within conditional grants and has Iriconsistently 
applied the prespribed vat rate, 'Qph^eqqehtty, the VAt rece/vAbid' is- oyerj$tated by R'16' a'3i 
389. There was no satisfactory eltemative audit procedure that I cpuld perforrh to obtain 
reaspiiabte assuhanee. Cohsequehtiy, I did not obtain sufficient appropriate audit evidence to 
satisfy myself as to rights and obligations of the Vat feoiivabie oh the finariclal statements. 


RtPViSlPn for laridfili site 


30. A Provision has hot bbeh made for the enivirohmemal rehabilitation costs of restoring the 
muhicipanty’s landfill sites. A provypn should be made for the munlolpality-s present 
oblipation inpurrpd as a; aofisequin»pf its'' past; use-pf tile landfill' sites in accordahcawrt^ 
the: Standard of OaneraHy Reoognlspd Amounting Rracdqe- ORAP 19, Provlsms, eonflngem 
//ab/Z/f/ea aM PPMpbi assets, in additfen, the rnumclpailty NaW an pblfgatiori in terms of 
sectldn 28 of the National Enyironmeiil Management: At^, 1996 (Adi No. 107 of 1998) to 
restore sudh siteB* The muhicipaitty dpos not- assess the remsihiniji Useful life of all their 
landfill sites. Detail^ records of the capacity of one of the landfill sites Was not made 
available by the muhicipaHty’s engineefs^ Consequently^ a provision for the rehabilitation of 
landfill sites has not been made In the financial statements. Under these circumstances, I 
was unable to determine the extent of the misstaiemerit There was no satisfactory alternative 
audit procedure that I could perform to obtain reasonable assurance. 


Conti ngent (lafoll ity 


31 . The municrpality diecipedd Gontingent iiabltltles of R1 OOP GOO (20091 R9 700 000} In note 41 
of the fMianblal btatpmantk. External cpnflrmatfehs rebblved cbnlirmed that the contingent 
llabiMes. understated by OiS- 3T6> 
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Irregular bM yriaulhoHeed expenditure 


32. Section 62 of the Municipal Finance Managemeht Act, (Act no, 66 of 2003) requires the 
rnuniclpality to implement and niaihiain an appropriate procurement and provisioning system 
which Is fair, equitabie, transparent competitive and cost effective. Experiditure made in 
contra ventfon of the supply chain management requirements amounting to R51 313 009 was 
jdenttfied. 

33. In addition, expenditure ambuntlHg to R1 477 478 was not authoflsed as it exceeded the 
budget. The amount not ihclyded in unauthorised expenditure, disdlosed in note 37.1 to 
the finahciai statements resulting in unauthorised expenditure being understated by 
Ri 477 478. 

Irtventorles 

34. Standards of Generally Recognised Accounting Practice, GRAF 12, Inymptbs^ requires 
inventory to be measured at the lower of cost and net realisable value. Warehouses for the 
maintenance materfefe md spere parts of R744 330 and R284 250 respectively 
(2009: R744 330; R284 260) as disclosed Irr note 4 were Wrlttan off in the year; however this 
has bePh Ihciuded in Inyentpry. 

36. The adjustments noted at; the year end.' Ihvehtpry count' were not. processed into the inventory. 

xd\p. h^s leed Id’llhe’ Odhciirnebfe stored of 1 54 262 {&69; R96D 640)i m disclosed 
in note 4 beihg overstated by R3, 031 599, ObspiOle and mdondaht inventory amounting to 
R 186 435 was also not written down to their net realizable yalMe< 

36. the value of the township: hbLises 6f R26 Q74 QDO (2Dd9t R26 074 000) disGlpsed In note 4 
does notlnGlude the value of the houses built on the lahd; amouhtihg to R6i 588 oOd. It was 
also jidted that land Included in the vamadon roll amounting to Rli 974 ODD has not been 
disclosed on the land/ inventory register^ 

37. This has resulted in inyentory of R31 266 841 (2006; R28 063 120) as disclosed In note 4 
being understated by RiO $56 021, expenditure befrig understated by R4 060 170 arid the 
reyaluation surplus being overstated by RbG 614 000. 

Goverpment grants and subsidies, Grants and subsldlles paid and Uitspent canditlonal 

grants and receipts 

38. The un.spehf Co'hdltlcnal grants a'lid feCelpts R106 'p31 871 (2009.: R75 5'5.5 'Sl-O')-. disclosed in 
note 14 to the flhahciai stdterhehtsv Included a mlsstatenierit in the prior year balance of 

R3 474 674, due: tp sDme.un;spen[t grant, amounts being incpfreCtly racagnls# m reven.ue. 
Taking this am bUht info the year end uhspbht cobdltionaf grants Has been 

overstated by R4 699 101. th^: diWence being due to limited controls implemented by the 
municipality over conditionai grants. 

39. included in the unspent grants and receipts balance; la an amount of R4 475 185 
(;^009: R9 206 873) which represents subsidies from the Department of Local Government 
and Housing, which has been incoirectly classified. These amounts represent Long Term 
Lie bf lies in terms of the agreements inspected during the audit 

40. Supporting docurnentattpn for housing subsidies to the vplue of R2 060 179 has not been 

prpyiddd. There Was” rip eapfadtqry alternative audit procedure that ! could perform to obtain 
reapdhable assurahoo 'thaihbus^ wm pi^parly recorded,. 'Consequeiiily, 1 did not 

obtain sufficient appropriate audit evidence to satisfy myself as to ciass1$oeti6n on the 
financial' stafements-. 
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41. included m the Statement of Fineodal Performance Is grants arid subsidies paid of 
R18 T27 246 (2009: R22 404 322) Ihciuded In note 30. Supporting documentatioh for 
e)<penditure to the value of R1 381 33S hed hot been provided, There was no satisfactory 
alternative audit procedure that I could perform to obtain reasonable assure nge that grants 
and subsidies paid wer© properly recorded. Consequently, I did not obtain syfficient 
appropriate audit evidence to satisfy myself as to acouracy and classification on the financial 
statOmehls. 

42. Included in the Ctaterhent of Financial Performahce 1$ Government grants and subsidies of 
R2a9 543 466 (20D9: R242 629 801) Included in note 22. Reconcillatlcn has not been 
provided for gram revenue recognised to the value of RBI 9 392. There was no satisfactory 
alternative audit procedure that I could perform to obtain reasonable assurance that grant 
revenue were properly recorded. Gonsaquently, I did not obtain sufficient appropriate audit 
evidence to satisfy myself as to the accuracy and completeness on the financial statements. 


Capital cornmttmerits 


43. Differer^ces were noted beMeen the approved Brid contracted for amounts and between the 
approved but not yet dontracted for commlfmants, This has lead to an overmaterhent of capital 
commitments as diBClosed In note 39 of R21 B 861 B79 (2Q09: R247 292 419) by R8 358 779. 

Corresponding' 

44. The eudit reporf on- the flhfnciei slatema for the year ende'd 3p. June 2009 was modified. 

No a4jMmtnehts have been: effected to the fihencim statements to correct the matters raised In 
the pridf year audit fepoft. As a reSufe the effect of the prior year uncertainties has an effect 
on the a^umulaled balanbe sheet itemS^ the munidpality has not addressed the 

issues mised In the pfevioui; audit fepdri: ahcl as required by seotton 131 (1) of the MFMA. 

45. The; muhicipalfty has nbt adjusted ih# cdrrespbnding figures with (ndivlduafiy immaterial 
m:lss^tem;ents which when aggr.egatCdanipyntio RB 464 tO0 and' as^a result, the com'parative 
figures of the financial statements are matonally nilsstatad by the same amount 

Statement of changes In Net Assets 

46. The Statement changes in Net Assets Is not in oampllance with the disclosure requirements of 
GRAP Accountihg potides, changes In accoi/r?i//ig estlmBtos and errors. 

Cash flow Statement 

47. Standards of Generally Recognised AcoounUng Pmcticq, GRAP 2, Cash flow sfafemenfs, 
requires that thb finanolai statoinrients proeant fairly the finafidal position, financial 
performance and oash flows of an municipality, (nternal controls were hot put in place to 
ensure 'that the fm.ehclat statertienf are aoicyrate. The cash flow statement had o'astlhg errors 
am.ooiitln0toRa6'997 54C 

Disclaimer of opinion 

48. Because of the slgnitcan# of the rhaltef^- deBcribed in the Basis for djsciainner of opinion 
paragraphs* ! have not been able to bbtain sufficient appropriate audit evidence to provide a 
basis for an audit dpinlori. Accordingly, I do not express an Gplnlon of these financial 
siatemefiis. 


218 s KSD Annual Report 09/10 

S 













Emphasis of matter 

49. i draw attention to the matters below. My opinion is not modified in respect of these maiters* 
Restatemeht of correspondmgi figures 

60. As disclosed in note 44 to the financial statements, the corresponding figures for 30 June 
2009 have been restated m a result of prior year errors. 


Matters important to the users of the financial statemenlB: 

Contingent liabilities 

61 . With referaiica to note 41 to thd ftnahcial statements, the municlpaliiy is a defendant in claims 
against the municipality:. The municipality is opposing the claims, the ultimate outcome of the 
matter cannot pmsently be determined, and no provision for any liability that may result has 
been made in the financial statements. Two significant responses where litigation is pending 
are; 

« Land claim 

« Breach of iease agreement 

GounelHors; P^rrmr Aecoiinti 

52. AS disclosed m the note 38.6 to the finaticial statements, Gpuheillprs df the municipality had 
arrear consumer accounts amdumihg to R 121 268 of this amount R96 846 related to amounts 
outstanding for more than 90 days. 

irregular expenditure 

53. As disclosed in note 3T>3 to the flnanclbl statements is Irregular expenditure of R2 482 746 
Which related to irregulaf expenditure of the prior year. This amount was condoned during the 
currant: yean 

Menegemeht repre^tiitatldrt fetteir 

54. Management did not provide their latest managemer^l representation letter although this letter 
was requested. 

Addltlonai matter 

Unaudited supplerrtentary schedules 

55. Thp sdpplementsry intormatibn sM put oh XX to XK does not form part of the firlaficlai 
statements and Is pmsahiBd m addltfonal Infoithation. 1 have not audited these schedules and 
accordingly I dp not express. an oplhten thereon. 


REPORT ONI OTHER LEOAU: AHO REOULATORY REQyiREMENtS 

56. As required |y the PAA- frid U terms of O&mmf mice of ipm issued In QovBmhimi 

B&zBtik # 2t' Wdyember f Inciude below my findings on the report on 

pnedeterrnlned pblecdves, complfonce with the fo! lowing key laws and regulations, and 
financial management (Internal control). 
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I ned objeatlv^is 


5T. findings on tha mport on predeterminecl objectives, as sot out on pages XX to XX, are 

reported below: 

Usefulness of Inforrnation 

68. The following criteria were used to assess the usefulness of the planned and reported 
performance: 

Conslslehoy: Has the municlpailty reported on Its performance with regard to its objectives, 
indicators and targets In its approved integrated development plan, i.e, are the obiectives, 
Indicators and targets consistent between planning and reporting documents? 

e Relevance: is them a dear and iogieai link between the objectives, outemes, outputs, 
ihdioators and performance targets? 

Mee^urability: Am objectives made measurabfe by means of indicators and targets? Are 
ihdioatbrs waif defined and verifiable, and are targets specific, measurable, and time 
bound? 


The following audit findings relate to the above criteria; 

The following objectives reported on In the annual performance mport were not included in the 
Intergraded development piah and the service delivery Impiemehtatlon plan: 

» Compliance With National Eulidlng Standards Act, 

« Capacity Building, 

« Riling of VaCanf Fostsv 
® To promote economic development 

* Monitor and control applications for containers and caravans to avoid influx vdthin the 
central business distffcti 

« To liaise with government and deal directly with the public for Impiementation of projects 

There was no [pgical link between the reported objectives, Indicators and targets for the 
following objectlyes: 

* Implemeht and administer land use managemerit system and regutatlons to ensure that 
applicable legislative and administrative procedures are followed in terms of land use control 

« Hlectriclty 

« Compliance with National Building Standards Act 

The foiiowing Indicatorfmeasuhe per objective Were not wad defined, spocific and 
understahdabte: 

» Approved projects completed within the ffnancial year, 

« 7ikm to be completed within financial year of 2dQ9/2dlO 
^ Pothole patching 
« Sidewalk repairs 
« Stom^ water cipanihg 

* Manhole repairs 

* Malniehance- of stfdet'Ughts- 

« Visibility of lights in suburbs where there are street lights 
« Maintenance of SMbstatlons transformofs 

* laying & repiading of cablea 

« Estabiishmentof iind' in ail Townships 
Maintamihg Mynlcipal assets 
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* ti Tmn Nanning rS^hsma f^iais^af Pirn 

V Rem dl Maydem 'Fsrrn It) sites. 

* romial^^ation of iho axisin^ h aiipim'^nt wirh iho BNO pHncIpies md th^ 

f<»kmomn'dum 0f Un^i.r^ted:te D^ppitmirst 

Zlmibmm (60 lia-t^OO un%) 

* NyrnW of l?.ut tolng pten^ Mll^^d' 3mon t!ii of mcoipt 

« M: pt'QStl; m wsl be filter 


Th# Mk^Ang indiciatejm ml rti^^s^ine^N#. 

» F-utl^' ooiTtiply wttn DORA r^spg-ndins 
» Potoie paldiliiy 

* Stem water 

« Brm'Bl roadi» 

* Martola- r^psjira 

* M.p|r5fen^floif3- of te©e;t (R nfeots • ) 

* VrsibPliiy c^f'lighrt In tetete I h#Q lam ^trmi lights 

« M 8lni&^an(S& orf ssyfet^pFi and trari$fidrm#'$ 

» t*f and Tfpla^^. dlipidei^^od 

* C5l.f^!i:i^' ih all iniwhS:hlpe 

« Maifilsiniing rnu-nfcipail ii^ete .swiaing munksipaitei 
EBO HiDUSBS m is^irpbgsne 

» 26D hdy^ 111 Wte M. pW HoM^a^ 0.NB}.3NO pM propimmo 

* farm 70 

* Land madd 3w;atebla fardevafbpminnit 

« Processing of appItGatioii in an inelfeient manner 
» Process jf!jg of fcitiilfljing. plans 


T?i^ mm$} p^rf^mianicd r^n 4M mx indiwd^' XM- m»tirfi:bHi- for m following 

» m4 Apprwl # p.ten§? - Number csf' Mdkg i^fc'lsrm? finatod w#hm Snionin^ of 

r®e^ipt 

» Cpniravsnilpn-. - Monthi]^ podfdilP eopottst indlaatln^s tlia number of contavanttee 

Rfi/on^d to 

V insfootidri':^ arid id^dlng dompfetfoh: cafllfic#^ *•• to ^nst^fe that 80% of a(! sK# 
ins;pdc3Mnd Qm dond WltiiO 4i '.vaitifio h6imi$4W^} dfr^stjuisaf 
^ PO$lic>l0 Patching 
» Sidewalk ■rap-.aiPs 
Stomri ^v^at^f'ctening 

9 rhfMk&- 

of land 

^ Elf 2764 teTaxi- mh% '^nd sliopping complo-x 
of Intemiiflda 

51- Tlie tdllowtng altela;- \^erB ussatl to as^oss tn# of^ the planned and repori^^ 

parfomiance; 

* VaMit^^ Hm r#poi^d- pfrf^rrrtan^e occumi and doo-S^ It pc^rtaln m tlio 

can: W .r^poitad p^arnMncd informiHlofi bo imm4 Pmk to the sounce 
daifa. of- ddoiifhsnfetlo^t 
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t nyWJfeferisi itnid ^If^isr daMrsilating to mp-ort^d 

biis^^n' riejsdrdad k'^popW pipmp^i^l^iy:, 

^ GompIM^rt'^ss; M aetysl resnis ^nd ©venl^ tK# E^Quid. have bmn mcorded ha '</e bmn 
inuluded in 1h® repoited: p€rfwiiano& Wormaiion. 

TH# foll6wir^<§-iydi'fedi[^^ to th© ^hov^ <;d^^r{?}; 

"Hi# i^poffesd piirfofmaiii:!^ not t5© Imo^ ba>Gk- to swoe data as m supjsonmg 
inform atipn: wm prov-ided for au«itpurposi&s Iwim followlii-g indfealors ' 

^ M w«w ppjepl ImplMfdW^n - l^fgulap f ;v1t% tnd monlWn^. h condwctf^d wtskly 
and as- wten feqy:^recl 'i'ijj'h F8C. nwiHiy s-fe' A-ft o^igbing gidwily dorm by 

PMU: pfpjBCt team 
» M siniefnanoa of- stmst ^ht|; 

4 mimnmps.: a| an ^ncoir<g p^ogmn, tHi pi?ob:la<m iM ^Mtetibn df mmr\ 

Oliva ’Atearo^bots caBes aia Nlnip littetfsiaS wl^ protoi^-swlilii robots 

* Vf^b|}Ny # P^ihrii^- in -^dfe^rbs where th-ere m mrmt ^ [gNs. 

« Maiintehanos of subis^iafiom B. 

« La^mj and {ap-labin-t^fc^bfes 

* Bstsa^^i&hffioni of Wm in all T*^w.n^h|ps 

» OoDgi-apNoai fcnformstpQh {O.I'P} t#r!lnf 

» Foftnylato pobcy dociimbhM wlif^ mgard to u$« of tend for tdd'pto by Ooynoi! m a 
pldteg -.and pJahnin®; Wi 

♦ zinrtb^n© C&!^ ba^iSdOyiiit^) 

«' F6f:m;iteflon...^tid di^V^bpIrt^nt of fitK saltterntanrtB kncwn ais fcn/ctela PoHc, €bh?i! 

Htfti RirK R;^rkJn informal (S'60p ynlts] 

»• Ltei-Sfo wlHiK: :pMmm 0 hl. ind Mm dlreotly yvith the jpoblio m order to seek approval of tend 

B Eiiia r' by • mt$ 

f# the fDlikpirtp mM not bo vorified m adOEjijato ^upportteg 

inrorihstlon was net prdvldad^ 

B mitntetpait -m^m, 

*■■ 

• 7a2'- Zlmbene Wtef 

« 463 Housiesji ilte^ 

^ Mm\m arid ap^lpiilh^ for corti^^hem and tMmmm to avpid the influjf within tha 

Cl^ntMiBy^inr^M DiSiflcL 

The I Med belo-w were ripmtid On Jrv. Ihs lncu-m^^ porbdi: 

t Rartylhd PHVihg ateM. ai-SMtharllnds- f tftet 4 iiifbteg additional mm at 

# 4$d 

There no ccntnols- in plaqa toi en^yr#. that Infermalten ultimately teolude*:^ In the 
p^rformahea report is a! 0 £^riS!e i^nd rtieeaorabte a s there was no evident®! of rmmv of ifi@- 
mon^hiy raporls. 

IM p^form^rjcs- informalfcm reporteti wm not a(rcyfai:.«[ m tha ady^f pshomi^nos^ 
mWm^^.per the pan uni p€!!f« mfiip?iee rtporl: f^ 'the year under reyiev** dW mt taka to 
aoi^Uht th©: if M Ae ctitertoH-y rpporfe W\m w# w^m ypabte. -to wrfy- and ni ensure 

aptuai performance 
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l^yMiCfii^al Ftants^ ©f ^mik Afnm, 146 M of .:^§K (WliA) 

©6.. Contrary the reqoiraman^ df ^acHpn 1S$(^]i(^) mihe MFMA, im mm did not 

&dv\m thB muddipa! doynbl, the podM bB^rnm, tM AccoyMihd Officer amd tha 
m0 mg^ ^nt nf the- mynicipeil^^, on m gtfehs mMIni ter-: 

^r satarnal flnatKifal co^nirdf and in(tern.^j audit 
«- rlgkmana^^erntrjt 
^ sccounting pol'icfe?^ 

«■ mil^idllty and edduraoy Qt fiaaTidfat rsporlrng and irfldrnr^fm 

* ^igrforiii^nde^ managem^t 
« mrniWe ^metvMm 

^iflplisdce with, fa MF®,. Do^Ai Wyhlc^ipi'lil iS^ruiGturtJS Act, Miiriloipel Sy^fems Act, 

Emihonmeftiat MDrtagssrnQm: As^t llri^falQym'snt CoifrfM.bn^ Aci:.v 

Mynieip^i Act, Vate- Added Tax Ari and my esfihet applfa^ie l®^ialstipri 

«• p«i^rni^nbS' evalust^an 

61 Cdtory- td fa r^yi.j^mts-of- 'df-fa UfUh fa Ayiit donthifaa m m: 

aiiifrtyat toridrf Id p^d« liji<a qpfo^ncl of Ihd mwiidpijiii!^ wli^ m 

0ylbdfatlv« and cnadIN® vte of tha |>d5Sii%r^ df tie its- eflrd^ficy and 

ed^ctiwri^s ascid M laV^^I al complil^nde' tha M:FfvlA,i the DoRA and any other 

62-. Gomrary to fa •i^qul'eniints. pf aMfon 1&| (4) \m MFMk, !li^- mM oommfa® did nol 
mmi ^%-Qtim ^wlrad to' peddfr^ii \\w fun-^stksnsi, but sfe l^sa^tfoyr t\mm a ymr. 

61. d-oritfary id fa ol orfa 'MFf4A. fa aydlt Dnit of a 

nf?y hiolpallty .did not; 

• pmpar#-’ a rf^k-bised^- mm- pjaii and m- inter ntal eiidti: pros^^fn;- for & sdh ffa oalaal yeor 

4> aGVi«® the A6£^M)Ktleg B^di mmt k> A.ud;|| Qd-mnit^DO. on m- impterioni'aiioii of 

iM Internal addit jilpn ai^; renting i^;. ' 

I int^nviat ^iidit 

II inlirne^ oanimls 

\il i'q^ditntlPa p.ra.c^k^a 

iv, rtefaFidCi^#^^' 

V* perfdrm'ipps' fanipm'^ni 

vl., \me- -oonifrol: 

v:l dornp^fad WItN fa 'MFI^A^ fa OaiRA ^-nd i^ny. ottier- iBi-pplicafa tegii^iallOT: perform 
fa diMm: easipned to II by fa- ADGoymtlng Olf[c4r, 

64.. Coritjrar>‘ to tm mquiromrente or isedl:lo.n; ot'fa WItM, the Aei^uniln^- Ofteer did nol. 
comply with hh leglalaily^' nspofato-fcy at fam|[lng fa' tinanoieii ad'mfatfaiiors d( 
?tn-U'riiNpflliiy by npf fan^' :nge$6na.b% faps io en^M'fat 

« im had nW$. faifalrtid ®lfiGlant-aml:f ins;pfaiiil’ df: 

L rfanfa) miiirraijjifafit. i^od -infernal controls 

ii. ifafhai dcdit cfaretfa lin a0i^i^d#nfi{se: 'Mlh afiyfasdriljed nodfa end .^fendarde 

m. Oontmhy to ihe. ihaqulfernanfe of section 0S{||(a|. of fa, -^FfeA, a>^ndifer& notp^ldl wlfeln 

fa feqitiiM m days fftm fa neeopdfiinliivofa, dr'iy^h s p^M ^ prescribed ter c^rtaih 
cifetD'!l$§- Of 

6a. dfar ma^r^rtel hm ificlu:cle& nm osmpisanco $8€tlari^ i4» 1#, 4Mf4^, $d, 63<, 
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of BevoJtuo Acl of Stiiilli m 12 of 2009 {0oRA|[ 

S?' Con^mry to this' feqMrrs'miftt& oi me 47 o-f' DoHA t!w- (inuinki^lity 4'^ not to 

coiliNbiis ^^fachod'toGohditbna^ 

6B. J^ij?lihd?ir ny^prm-ifi- Bod ideoffe'd: li-found cbntrioi hiensgoment of iheso 

lnc;lud(^ ifi8 Icfiii’itificafioft and retDginhkin. 

Envlmnmon'^l. Mswagijr?i@nl /tei^ No. fOf of 

M. Oontr^iy hi ih# of j$^lon 1 1-, 20 and 20 mynbipality ha^ not Indiici^cl m 

S^to'Jiy'abQ pra^^ten fcr tfiia ^;^f tandfllf ^]im. 

U^mpl 0 yimnt:|:fi.si.irarkC 0 CowtPiibiitionis^ Act to. 4 of 2002 

7(1. do^tTar'y to the I'i3qu3rem©nl:& of sectiDn S. f , 12 1^, xm has not adequatol/ 

accounts for U(r on Cbundlilor^ re^?nynera1ion. 


Wm AMm Ml Ho. <>f 1981 

71. COff?hsh^>^to 61# t>t ^Osr??d 2B, thsB m..yn!!dii^aiti:y bm not 

to# requir^m-^ntai' of to# VAT A'-dt. Tji 0 tou■r^^clpali[y ^ daimad via to #dd6dl te di^duct^na 
on Ifi'^ofee# mmm not daif^klesf^d g* Valid m Invoice ihl^s VM 
f Ho nfidhi^'P^ity toobhdliti^nftly' rated' and esKem'pt tfans^ctibm v/fth'in 

cooWoriii 9Wti idd h«E In'conafeisiMyappii'tdte p'r»?ll:j€!d VAT rate. 


mwmH.cmmmL 

IX I c'd^iMiri^d Inlafiiy Control rdtovam to ^ny aiu:# of ihe rtodnctof ^totenndnto. and iho mpati m 
prac^tormtodd: obj^tivi^ m. y.?# m cdfri^tonce with the Mynlstpaf Flnan(5© y Act, 
bill net fdf th''@^' pwpoi^ 4f #xpf4iiin^ aiii- dpliijons on dm ^(fec3tiv»^.ne«;B of internal controi. 

7X THfe m'po#d limttod' to Iho sighlfloefii;:- rop^rdln^ toe biiisi$ far 

diisofaimer of opkiim para^plfl, thB Wndln.gs on tha mpor\ pr^detormined objectives and 
ti^- ftodihgie on Gomptonce with k%^ nn^i r^gsuiiiioiti^. 

Le^demiilp 

74. Over§i||ht r#gi(mnsibtly Over reportlnt^ predetonruin.# obja-^slivo^ Otopit'anc© witl'i- the saws- 

and nQ^.ijiat^n'i3^ and ihtofnal edofpi not ewrci'setl by toe A^P^rdi^i^ OfHoofi Ad 
ade^upto ^niiure tha' review of a'or^ual firiamdsi pm.>r Vo aobird^i^idri 

to- toe A^.j?rita' aoT purforiffid, r#i^d/l:irig- id nurnsTOSj# miEitotom^nto of 

1ln«ni?W Tlhis waaalsdf wtertosd by toe nwritf^y!^ of nfOn^omf^teince 

wim i^n4 mgitiiWs .ah'd t?^i:nWrt4t dooM daliei^rk:^ notod toroygtol tte 

aMdil jirGceEfS^ ana not rnmm of toe di.od#iion of ro&pen&tolliies’- and Ito'OE of 

iii; i iscl^ of sagnsgiaiatir 6( and Lh« opportycvity' for 
atotvftfes to This s df m stoJctoKs mi ayppOft. 

ahdprotooM i^#tini fcc'd'#ef rec€^^ add supervision of cOnbois, 

75. ^ysterhsiam- nM:ali#lys in m policy and pteato m^iud the rasiiit^ of 

toi- iriOhitorihg; botTawttoBjy .uornmueji^^^ to eli managm and mH, This wm 

pErtiDulai.dy avlddii^ wiSi regard's to the irWeritoiry and rnionipi^Fjmont whore re$y.ll3^ of 
tos^ritorytesef erntm wore not mmM dlscrupsocloE ndoqua^alv yp 

addrissad. Key|K>1toteand proGeduruE v^ra not laptop, 
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Tte mtm to address mn 

^rf^rmahpB- wbb not aciequatft^'^ ac!;<iKfi;sjs^, b\sv/ did t\m prorpierfy 

analyse te eipfttrai w.i&ikn^ssea BOd Tnipferpent sppropnMfe fellow-iitp actbriEis that aidt.qyai#)^ 
addfes. thd rpM eausitS, Tjtis: hss re suited in tte qu^lifiogitos fm pfldr yaar r'feport 
t>®Ing mpmmd In the mmnt ymt, 

Plnig.iiiC:iM ^:iid pfi!rfoiftiiiaric& irriaiii^as^mifent 

77, finipnoy man-agafm^s»rJt in^rniasion am not pmp&n&d by the 

monfclpjality; The- provided supt>erfe.nf soNodule^ ibr the 'financial Dili 

thm& ill: mmy did noi: agree with im amounts dMoised in tm ■finaiida;l !§iia[tBrrtJ- 7 n.ts. 
Ri^fioi?iiCrMojis w» pmpar^ during i:he year however, the ret^npillng hennas 'mm not 
ammm^4 and whisra' items were oorreoted' v/oro not slways siippoirted by adsiquate 
sypiportl ng docom^rtta^on . 

7B-, Thio muefoppllty dam, not- havis .adi^liiiaatfe ftdahoigpt ayiiems ' m pteoe to ern^iurei c«>mplkf«' wH-b 
i\m 0 ao^ymirtg, As a; msult, pem'nem (nfcfrmdtiQfi te th^: iliseki^ur^ in' 

the fin^itaial et^m^nts. (s. noi Idantifled airvd captura'd in e form and time frarre suppoit 
financial' aiid pefitiarmarice mporang:, 

?§:. The nnynMpa!%- doe® nol h&ve proper record keeprngr and r^oord mana^emenl:' processes m 
place Id ansurii tliaifb§ dcMSUinxi^ntMis'jii aua^^iing the nmoiirits and iJbciiasur^ in the ai'in'y.al 
fi'nancial. atetemaii!;®' ate propeHy filed md ea-isily mt:flwabb> infbrm^bn mqUiOeted' tor aud'li 
putpmm wmn not tmmy mva'ilabfe as sigti'lficaifi. dafeys 'ih'tey^hout th# 

audll praoitB. spm#- the dd'tstmientatidn was- ciat; r^c56'iv)^' at all re'^yM a' 
hmlMon of soopa Ealhg ptaoad m iNe aydlt 

^o^eruapc# 

m, RiaK idopUficMIoii, an'd msnaiemsnt prope^sa® are nU daslgf^od to iidgrttlfy' ohein^bs ‘m 
proqass^^ m rfekisf- and var% shai din dai^ign qf- un'd^fjying control: tema'in effaiCtive, 'The 
muhicbahiy m$. M sblbslECI and cliveiO|>isiif. litteM; obhtrolf io pmvbhi, disket and: corte^tJt. 
material mi^'Btetem^nte ln:ftoitel raps-rlling fjM'mportteg m pradatermlned ohteotr^tes. 


London 

3D' Niov^mb^r 2.010 



.A # iW »:. •• «S. « I'* «; (fit K, 

«:. •d'Sfi-- U- f a; A t k ! *i fi>. 

himdpi^k. 
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